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1. EMBASSY, WITH COOPERATION POSTS IN MILAN, TURIN, NAPLES, GENOA, 

HAS CONDUCTED SURVEY OF ITALIAN COMPANIES, IMPORTERS, AND AMERICAN 
SUBSIDIARIES OPERATING IN INDUSTRIES REFTEL PARA 8. MISSION ALSO 
CONTACTED CHAMBERS COMMERCE, TRADE ASSOCIATIONS AND CUSTOMS 
OFFICIALS. 

RESULTS BELOW INDICATE MOST COMPANIES FEEL NEW R/ O' S DO NOT RPT NOT 
HAVE SIGNIFICANT IMPACT ON IMPORTS OF US COMPONENTS FOR SEVERAL 
REASONS: 

A) NEW RO/ O BARELY ENACTED AND BECAUSE OF COMPLICATED RULES, THE 
ARE 

NOT BEING EXPLAINED OR ENFORCED WITH ANY SPECIAL ENTHUSIASM; B) 

MANY 

EXPRESS DOUBT SIGNIFICANT EFFECT BECAUSE RECENT DOLLAR DEVALUATION 
VIS- A- VIS OTHER EC AND EFTA SUPPLIERS SUFFICIENT TO DIMINISH DIS- 
ADVANTAGES CAUSED BY TARIFF EFFECT OF R/ O AS FAR AS ITALY IS CON- 
CERNED; C) EFTA NON- APPLICANTS NOT MAJOR ITALIAN TRADE PARTNERS; 

AND 

D) US ORIGIN INPUT FOR TECHNOLOGICAL AND SPECIALIZED REASONS 
MILITATE AGAINST CHANGE. 

2. REACTION OF VARIOUS INDUSTRIES SPECIFIED FOLLOWS: 

A) MOTOR VEHICLES: NIL SINCE NO US- ORIGIN ASSEMBLY PLANTS LOCATED 
IN ITALY. FIAT AND LANCIA WHICH USE SMALL PERCENTAGE US COMPONENTS 
SAID THEY UNLIKELY SACRIFICE HIGH QUALITY US INPUT GIVEN MARGINAL 
SALES POTENTIAL OFFERED BY EFTA MARKET. 

B) ELECTRICAL MEASURING INSTRUMENTS: TRADE REPS STATE R/ O EFFECT 
NEGLIGIBLE UNDER PRESENT EXCHANGE RATES BUT ARE UNCERTAIN AS TO 
LONG 

TERM EFFECT; 

C) ELECTRONIC COMPONENTS FOR RADIO/ TV INDUSTRY: NO SUBSTANTIAL 
EFFECT 

BECAUSE 1) US ORIGIN COMPONENTS BUILT INTO SETS REPRESENT SMALL PRO- 
PORTION OF VALUE FINISHED PRODUCT AND 2) COMPONENTS FOR CONSUMER 
GOODS ALREADY MANUFACTURED LARGELY IN ITALY, INCLUDING US SUBSIDIAR- 
IES; D) ELECTRONIC COMPONENTS FOR TELECOMMUNICATIONS: SEVERAL 
LARGE 

COMPANIES INTERVIEWED EXPECT NO SIGNIFICANT DIVERSION FROM PRESENT 
US 

SOURCES BECAUSE OF SPECIFICATIONS AND QUALITY REQUIREMENTS BY PRO- 
FESSIONAL TELECOMMUNICATIONS. REVALUATION FRENCH AND GERMAN CUR- 
RENCIES OFFSET R/ O EFFECT, BUT UK SOURCE COMPONENTS COULD GAIN 
UNDER 

PRESENT EXCHANGE RATES. HOWEVER, ITALIAN TRADE REPORTS UK 
DOMESTIC 

DEMAND ABSORBING UK OUTPUT. FIRMS ALSO POINT OUT THAT SAVINGS FROM 
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R/ O TARIFF EFFECT INSUFFICIENT TO IUSTIFY SUBSTIUTIONS FOR WHAT 
WOULD BE PORTION OF THEIR USUAL MARKET; 

E) CALCULATING MACHINES: LEADING US SUBSIDIARY FEELS THAT R/ O WILL 
HAVE LITTLE OR NO EFFECT SINCE EFTA COUNTRIES NOT SUBSTANTIAL 
PORTION THEIR MARKET THIS FIELD, TARIFF REDUCTIONS PHASED OVER 
FIVE YEARS, AND ADVANTAGES SUCH REDUCTIONS NULLIFIED BY RECENT 
DOLLAR DEVALUATION. OTHER MANUFACTURERS OLIVETTI, IBM, CONFIRM 
THIS VIEW ALSO POINTING OUT THAT TARIFFS PARESENTLY LOW FOR THIS 
ITEM AND CAN SATISFY R/ O CRITERIA WITHOUT CHANGING SOURCE 
COMPONENTS. 

ONLY A VERY MINOR CONSIDERATION IN PURCHASING AND MARKETING 
DECISIONS; 


F) CHEMICALS: DIVERSION INSIGNIFICANT BECAUSE IMPORTED US CHEMICALS 
USED IN FURTHER PROCESSES ARE SPECIALTIES AND OF TYPE NOT READILY 
AVAILABLE FTA SOURCES. ALSO, INSTANCES RARE WHERE CIF VALUE OF US 
INGREDIENTS EXCEED 50 PERCENT OF LIST A CHEMICALS OR 20 PERSENT 

OF LIST B CHEMICALS UNDER NEW R/ O; 

G) TEXTILES: MANUFACTURERS TEXTILE FABRICS STATE INDUSTRY WILL RE- 
MAIN RELATIVELY UNAFFECTED BECAUSE OF LOW QUANTITY US- ORIGIN SEMI- 
FINISHED MATERIALS IN FINAL PRODUCT; 

H) PAPER PRODUCTS: IN EXCEPTION OTHER CATEGORIES, MORE STRINGENT 
R/ O COULD MEAN SOME SHIFT FROM US PROCUREMENT TOWARD EFTA 
COUNTRIES. 

THIS NOT AS LIKELY FOR PURCHASE OF RAW MATERIALS ( PRIMARILY CELLU- 
LOSE) AS FOR SEMI- FINISHED PRODUCTS. CELLULOSE IS IMPORTED 
CHIEFLY FROM SCANDINAVIA WHILE SEMI- FINISHED KRAFT PAPER COMES 
PRINCIPALLY FROM US. THERE COULD BE A SHIFT TO PROCUREMENT FROM 
SCANDINAVIA IF THE PERCENTAGE BY VALUE OF KRAFT PAPER IN THE FINISHED 
PRODUCT EXCEEDS THE MAXIMUM RATION ALLOWABLE TO EUALIFY FOR 
EXCEPTION 
UNDER NEW R/ O; 

I) PUMPS: BOTH AMERICAN SUBSIDIARIES AND ITALIAN MANUFACTURERS 
STATE THEY INCLUDE US COMPONENTS EITHER FOR SPECIAL ORDER OR IN 
SUCH 

SMALL RATIO AS NOT TO CONSTITUTE PROBLEM. 

3. MISSION AND CONSULAR POSTS HAVE THUS FAR RECEIVED NO COMPLAINTS 
FROM LOCAL AMERICAN SUBSIDIARIES RE EFFECT OF R/ O. 

4. MISSION WILL KEEP ALERT TO AND REPORT ON ANY RO/ O IMPACT THAT 
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COMES TO OUR ATTENTION INCLUDING EFFECT ON OTHER PRODUCTS, E. G. 
IN AGRICULTURAL FIELD. VOLPE 
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